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on December 28, 1%84, Controller Jim Hoing advised the Board and
members of t.he Me,bandies committee that profits on Board wine
sales had declined to $1.2 million in Fiscal Year 1984 and that if
sales continued at the sa~e rate of decline, we would show little
or no net profit from wine sales in ¥iscal Year 1985. We now know
T!tat the rate of decline in I~oard sales of wine has ¢ontlnued.

Attached are exhibits A -Net Profit hTProduct Line and B -
Board Sales - In Liters, from%he Dece~er 28th memorandum to
Mr. Pedersen.-

As a result of this information, the Merchandise Committeethe Boar~, ar~ the Board approved, a program, to
recommended ~ i~e=s per month with super ~at~hlng TPR e, =ownoffer@to
to a 10% effective ~arkup, the us~ of cut case displays for wine
items, and a goal to reduce wi~e ~ventories in the retail outlets
25% bY June 30, 1985, and 33% by December ~I. This effort was to
s~abi~ize wine sales which were being lost to the private sector
and to reduce costs allocated to wine.

In sD~t~ of these actions, wine sales have continued ~o fall at
~"~e rate of de=llne.

.Dp.r~ngthe ,period 1979 - 1982 the Board enjoyed about 18.2% of
~e w~ne market [volume) in Washington. That percentage has
now dropped to ~1.5% in ~he first i0 months of Fiscal Year 1985.
(See exhibit C,)         .

Prior to July i, 1982, the Board used its standard 45.9% markup
on delivered cost oE wine. On July 1, 1982, the markup on deliver-
ed cost was raised to 60% and e program of matching TPR~s was insti-
tuted on August 1, 19S2. Effectively, the markup on dellvered cost
did not go up to 60% because of the ~atching T.PR’s. _Listed b~_low
are the effective markups realized since the change from

FY 1983 54.2%
F¥ 1984 52.1%
FY 1985 4B.8%

The Merchandise Committee is now ~aMing additional recomm.endations
as follows ~n an attempt to halt declining sales, and to uecrease
wine inventories.
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Change markup from 60% on delivered cost to 50%, which is about
what will be effectlvely reallzed this year, effective November
I, 1985.

2. Discontinue all matches on wines, but continue pass-throughs
when they qualify. Exhibit D shows the results of suggested
markup change.                                                -

3. Allow manager option for numbers of and location cf cut-case
wine displays.

We would go back to putting all wine sizes on the shelves and
the liqueurs and flavored brandies on the tables. Allow the
display change ~o be made at the manager option.

5. Allow manager option on sizes.
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